attention to the mainstream innovation studies literature (for example, Rogers & Shoemaker 1971 , Rothwell 1975 , Abernathy et al 1983 , Van de Ven et al 1989 , and Herbig 1991 and the potential that this literature has for offering theoretical and empirical insights into the public service context, and (iii) the possibility of situating this capacity within a contingent framework that recognised the impact of the public policy environment upon innovativeness.
In the broader public services arena, there have also been a limited number of studies of innovation in public services (see Osborne & Brown (2005) for a more extensive literature review). Most notably in this literature, Borins (2001) has explored the public policy -public services delivery interface and its impact on innovation in public services. Despite its importance, this work is hampered in its applicability to the UK by its national specificity within the US public policy system. In a European context, Koch and his colleagues in the EU Publin programme (for example, Koch & Hauknes 2005 , Malikova & Staronova 2005 , Koch et al 2006 have explored the public policy context of innovation within public service organizations in the European Union. However, whilst this is useful work at the industry level, the issue of the innovative capacity of VCOs is wholly absent from their work.
Finally, much of this work has not been grounded in the 'innovation studies' literature, above, that might give a more robust theoretical, as opposed to normative or empirical, basis to the debate (Osborne & Brown 2005) .
Consequently the previous work of the lead author of this paper (Osborne 1998a) , in the 1990s, was the first research study in the UK that:
Mapped this innovative capacity of VCOs and developed a contingent model of it, within the field of social welfare in the UK, and Drew upon the organization theory and innovation studies literature to inform our understanding of the innovative capacity of VCOs.
Crucially it developed a typology of innovation (Osborne 1998c) in the social sector that differentiated between:
the traditional activity of VCOs in providing specialist services but without any significant element of change or innovation (situated within the 'traditional organizations' in this paper), the developmental activity of VCOs involved in the incremental change of their services (situated within the 'developmental organizations' in this paper), and the innovative activity of VCOs that changed the paradigm of their services and/or their skills base (situated within the 'innovative organizations' in this paper) -and also separated this innovative activity into three distinct modes, as discussed further below.
It is important to note that this differentiation does not suggest any normative difference between these modes of work -they can all have a positive or negative impact upon an organization or its services (see for example , Rosner 1967 , Kimberly 1981 and Mole & Elliot 1987 ) -over time, for example, a series of smaller service innovations may produce a much more profound effect upon a service than a single innovation (for example, Van de Ven 1989) . However, as the innovation studies literature makes clear, innovation does pose distinctive organizational and managerial challenges, compared to either traditional or developmental activity. Osborne (1998c) argued further that the innovative capacity of VCOs was not a function of their organizational characteristics, such as their structure or culture (as much of the policy literature invariably suggested), but rather it arose out of the interaction of these organizations with their institutional and policy environments. That is, it was the action and policy context created by central and local government that encouraged innovative activity by VCOs rather than it being an inherent consequence of their organizational structure or culture.
Subsequent work by other researchers has confirmed and developed this model in other fields beyond social care -such as the work of Walker et al. (2001) in the field of housing.
Purpose of this paper. The original study by Osborne (1998a) provided a significant empirical study of the organizational and environmental factors that mediated the innovative capacity of VCOs in the provision of social care services.
The present paper reports on the longitudinal development of this original study and considers its implications both for public management theory and for the policy context and management of public services. Such longitudinal studies are an essential part of the social science process and allow both original hypotheses to be re-tested and a test of the impact of changing contingencies upon emergent models -though they have been frequently lacking in the field of public management.
Methodology
This paper utilizes survey and case study data from two studies carried out in 1994 and 2006 in three localities in England -an urban, suburban and rural locality. The purpose is to map the extent of the innovative, developmental and traditional activity of VCOs, to examine any key differences between them across the two studies and to explore the potential contingencies that might explain the innovative capacity of VCOs.
The initial plan had been for an exact replication in 2006 of the 1994 study.
However, at a late juncture, the key stakeholder for one of the original research sites (the suburban locus) withdrew involvement because of their own financial crises and subsequently a replacement locality was identified. Whilst this does diminish the exact replication of the original research, nonetheless it does provide a robust longitudinal test of the sustainability of the innovative capacity of VCOs. Three locus were thus surveyed in each study -an urban (Midwell), suburban (Bellebury in 1994 and Siliton in 2006) and rural (Southshire) locus 2 .
The survey element of each study was based upon cluster sampling, which excluded pre-stratification of the sample population and used rather a census of all identifiable VCOs in each locality (de Vaus 1986) . Such an approach might not provide a precise sampling frame for the VCO sector in each locality.
However, given the poor quality of most local databases about the sector (see Osborne & Hems 1995 for a discussion of this issue), such an approach provided a convincing sampling frame for this study.
In the survey, respondents were invited to say whether they had been involved in developing a new service over the past three years, and to describe it. Where respondents identified a new service, this was classified using a typology of innovation developed by the author (Osborne 1998b In addition to these four modes of organizational change, traditional service delivery was identified, where VCOs continued to provide their existing services to their existing client group, without any change or development (the traditional VCOs, above).
Inevitably such a classificatory process involves the exercise of judgment by the lead researcher. In these studies both the reliability and validity of these 3 The key differentiator between the innovative and developmental work identified here was the element of discontinuity with the prior work of the organization, as discussed above. 4 Again, no normative distinction is being made here between the value of incremental development and innovative activity. In the long term a series of apparently minor incremental developments might actually lead to a more fundamental change in the nature of organizational activity. However, the distinction is important in terms of the managerial and front-line activity of VCOs -innovation and incremental change involve different tasks, because of the element of discontinuity and organizational destruction that innovation involves compared to incremental development (Abernathy & Clark 1988 - Table I An important conclusion of the 1994 study was that governmental policy, at a central and local level, was the key contingency in the priming of the innovative capacity of VCOs, rather than any inherent organizational characteristics. A question raised by this replication study was therefore -have the policy imperatives of governmental policy changed to lessen the innovative imperative upon VCOs? This is returned to later in this paper.
- Figure funding source (76.6%). However, they now also accounted for 59.3% of those VCOS with substantial governmental funding. In contrast to 1994, the innovative VCOs were split equally between the two funding sources -though with a nonsignificant orientation towards governmental funding.
It should be emphasized that these statistics do not provide any predictors of the innovative activity of VCOs. They simply describe different groups of organizations rather than imbue any causality into the classification. The appropriate formulation is thus the descriptive 'innovative VCOs tend to have at least one member of paid staff' rather than the causal 'because a VCO has at least one member of paid staff it is likely to be an innovator.' To explore the potential predictors of innovative activity, it was necessary to employ the more predicative statistical approach of Discriminant Analysis (Eisenbis & Avery 1972 , Klecka 1980 ).
The Discriminant Analysis.
In this stage of the analysis, the relationship between the dependent variable (innovation status) and seven independent variables (age, location, client group, the presence (and number) of volunteers, the presence (and size) of a paid staff group, organizational orientation and major funding source) was explored. Using SPSS, the analysis proceeded in a stepwise manner, removing a variable as its contribution to the analysis was identified.
In the 1994 study, two discriminating functions were. The first function included three variables -government funding, VCOs aged under six years old, and the absence of paid staff (this latter variable as a negative one (Osborne 1998a, pp. 98-105) .
This analysis thus confirmed that it was possible to differentiate between innovative and traditional VCOs in 1994 on the basis of the organizational characteristics identified above. Whilst a second function was allied to the developmental organizations, its discriminating ability was extremely weak.
In the 2006 study, two discriminating functions were uncovered sharing three - Figure II about hereDiscussion of the survey data. This longitudinal data has revealed two significant trends. On the one hand, the innovative capacity of VCOs appears to have shrunken appreciably over this period -from 37.9% to 19.1% (Table I) . On the other hand, whilst the work of the traditional, non-innovative, organizations has remained roughly static (48.2% and 45.2% respectively), there has been a dramatic and inverse growth in the amount of developmental work carried out by VCOs -from 13.9% to 35.7%. As identified above, this is work carried out by VCOs involving some incremental service improvement but not characterised by the discontinuity that is a core characteristic of innovative change.
One could explain this shift between the innovative and developmental work of A key policy driver in 1994 was undoubtedly the influential 'New Right' think tank, the Adam Smith Institute epitomised by the work of its Director, Madsen Pirie (1988) and which embraced the model of competitive advantage (Porter 1985) .
This placed innovation at the heart of the effective workings of the market. Its It has been argued convincingly elsewhere that it was this model of competitive advantage that influenced the public policy models of the Conservative government of the early 1990s, predicated upon assumptions that the introduction of market disciplines to public services would lead to both greater economy and efficiency in service delivery (see Wistow et al. 1996 for a full discussion of this issue).
As innovation thus became more ingrained in public policy in the early 1990s, so too did the ascribed role of VCOs in bringing this capacity to the provision of If the reality of government practice in relation to the innovative capacity of VCOs does not seem to match up to the public policy framework, this becomes even more problematic at the local level. Here, the spending targets and assessments of local government dominate -and no where is innovative activity recognised in these. This was made quite explicit by both the local authority and the VCO staff in the cross sectional case studies:
'Everything is funding-led of course. It is impossible to make a strategic decision to take a certain direction, like to be innovative and then look for and a re-orientation of government performance targets for local public services that emphasize specialisation rather than innovation. Ironically, it may well be the case now that innovative VCOs are being driven to portray their work as developmental in order to secure important governmental funding of their activities. Innovation as 'continuous improvement' rather than 'service transformation' has become the watchword
In conclusion, at the theoretical level, this paper emphasizes the need to understand the innovative capacity of VCOs as a variable organizational capacity, with its key contingencies in the institutional and policy environment rather than an inherent element of these organizations. This is a significant shift in our understanding of the contribution of VCOs to public services provision.
At a service level, this has implications for policy makers and VCO managers alike -in the UK and elsewhere. First, public policy makers and managers need to understand and take seriously the impact that that their policy decisions have upon the structure and activity of VCOs. These organizations are not in a 'steady state', with inherent capabilities to bring to public services provision. Public policy makes as much difference to the activities of these organizations as it does to public sector ones.
Second, for VCOs managers, it is important to emphasize that appropriate innovation is an important activity for VCOs to undertake. Funding driven innovation 9 , though, risks skewing the vital role that they can play in the provision of public services -and undermines the, at least, equally important contributions that they can make both by providing specialist services and by the incremental improvement of such services. VCO managers thus have to achieve a difficult balance. On the one hand, they need to be sensitive to the aspirations and requirements of public policy and assess what, if any, contribution they can make to this (and its impact upon them if they are so dependent upon such funding for survival). On the other hand they need to be clear about their distinctive contribution to public services, if they have one, and whether this involves innovative, developmental or specialist services.
Finally, this paper serves also as a warning to VCO managers and staff not to attach too great a significance to the sectoral rhetoric of innovative capacity. In 9 And, for that matter, 'funding driven continuous improvement' -whatever that means.
the past it was too easy a rhetoric to adopt in order to establish hegemony over public sector organizations. Yet such rhetoric both is prone to obsolescence and is liable to undermine other equally important capacities that VCOs may possess -such as specialist expertise. The research upon which this paper is based serves as a warning against such easy sophistry. 
Annex I -Survey analysis tables
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